■ Researchers have recently suggested that on average the relationship between internationalization and performance will be S-shaped. In this study, we test this pattern investigating 87 Swiss multinational companies in manufacturing industries over an 8-year period (1998)(1999)(2000)(2001)(2002)(2003)(2004)(2005); N = 696).
Introduction
The question of whether and how internationalization impacts firm performance is one of the most addressed research problems in the international management field (Werner 2002) . To date, close to a hundred investigations of this linkage have been undertaken worldwide. Unfortunately, the findings generated by this research stream have been inconclusive and contradictory ( More recently, researchers have aimed at reconciling research findings and proposed that on average a horizontal-S curve best describes the internationalizationperformance relationship (Contractor/Kundu/Hsu 2003, Lu/Beamish 2004, RiahiBelkaoui 1998). According to this three-stage model, multinational companies (MNCs) experience a performance downturn at low degrees of foreign expansion, increasing performance levels at moderate degrees of internationalization (DOIs), and eventually a second and final performance downturn at high DOIs. The inflection point between the second and third stage has been referred to as the "internationalization threshold" (Geringer/Beamish/daCosta 1989). Beyond this point the incremental costs of internationalization will begin outweighing the incremental benefits of internationalization. The academic implication of this is that while companies may cover a broader spectrum of DOIs, performance pressures will ultimately select against both underinternationalization and over-expansion/over-internationalization (Contractor et al. 2003) . The managerial implication of this finding is that managers should seek to control costs at lower DOIs and steer away from high DOIs. As a rough indication, stage 2 has been located in the 40-70 percent foreign-sales-to-total-sales (FSTS) range (Daniels/Bracker 1989 , Geringer et al. 1989 , Riahi-Belkaoui 1998 .
The next step in this line of inquiry is to test whether the S-shape curve also holds for MNCs based in other countries and whether inflection points are similar across countries. Earlier research has relied either on an international dataset of service companies of which 42 percent were headquartered in the U.S., or a dataset of Japanese companies. Thus the first contribution of this paper is to test the S-shaped pattern using a sample of Swiss companies. Swiss companies have thus far not been the objects of investigation in the internationalization-performance stream of research. The second contribution of this paper is to examine stage 3 and
